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Ideas... in Retailing 
ARE WORTH MONEY 


Until September 15, y | 933, the opportunity is yours to secure 

-making ideas in selling merchandise. Yes .. . the ideas now being 
used by retail establishments such as R. H. Macy & Co., Prinz Biederman Co., 
Marshall Field & Co., John Wanamaker, Great Atlantic & Pacific Tea Co., 
J. C. Penny Co., L. Bamberger & Co., Lord & Taylor, Sears, Roebuck & Co., 
and others are contained in Brisco’s book, Principles of Retailing. 


note . . . the special clubs. For 
FIFTY CENTS extra (see Club No. 1), 
you get in addition to Brisco’s Principles 
the paper-covered edition of Manual of 
Retail Terms, which sells for $1.50 net, 
and the helpful book containing problems 
in retail merchandising, prepared by ex- 
perts—John W. Wingate and Elmer O. 
Schaller. Club No. 2 gives you a well- 
rounded library on retailing. Take Club 
No. 3 if yours is a perplexing problem in 
retail credit procedure or collections. 
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Checks and Balances in the 
Department Store 


WALTER N. ROTHSCHILD 


The divisional organization of the department store has been an 
important factor in the weathering of the depression 


There is an interesting analogy be- 
tween the relationship of three major 
divisions of the United States Govern- 
ment; namely, the executive, legislative, 
and judicial branches, and the organiza- 
tion of the present-day department store. 
The history of constitutional govern- 
ment in the United States is one which 
has witnessed the development of each 
of the three major divisions referred to 
and their relationship to one another. 
There has always been a struggle for 
control between executive and legislative 
branches of the government, with the 
judicial branch acting largely in the 
arbiter’s rdle. Recent years have wit- 
nessed a gradual change in the relation- 
ship of the executive and legislative 
functions wherein the executive branch 
of the government has gradually gained 
in importance and the present centrali- 
zation of power recently granted to the 
president is an excellent example of this 
trend. 

Comparable to this relationship is that 
held by the merchandise, service, pub- 
licity, and control divisions of the mod- 


ern department store. The strength of 
the department-store organization and 
its ability to survive the various forms of 
competition to which it has been sub- 
jected are due in no small degree to the 
checks and balances imposed upon one 
another by these four pyramids. 

In the early days of the retail business, 
merchandising was the sole function 
that was recognized as being of primary 
importance. The development of the 
other three pyramids has come about 
over the years because stores realized 
that they were competing not only in the 
price and quality of their merchandise, 
but also in the type of service and the 
manner of its presentation to the people. 
As the complexities of retailing became 
more manifold, management realized 
the necessity for accurate knowledge of 
conditions upon which to base future 
planning, and so, the controller’s di- 
vision became a real factor in the busi- 
ness. Years have witnessed the forma- 
tion of definite character within these 
nonselling divisions. This has been ac- 
companied by changes in the character 
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of the personnel, more exacting stand- 
ards of operation, a divisional esprit de 
corps, and a voice in the general man- 
agement of the business. 

Time and economic conditions have 
been great factors in effecting this 
juxtaposition. Of course, the element 
of the individual ability of the head of 
any one of these pyramids naturally 
plays a réle in determining its impor- 
tance in any individual organization. 
It is management’s job to maintain 
these relationships so that they do not 
encroach upon one another to the degree 
of lessening the effectiveness of any one 
of them. 

As general manager of the business of 
Abraham and Straus, I have become 
impressed by the fact that my major func- 
tion and that of most of the other execu- 
tives of the organization is ‘‘merchandis- 
ing people.” The success of a business 
of this type lies in the state of mind of 
the people who work in it. 

Accordingly, young people, who are 
adopting a career in the retail field, 
must expect to find a dual standpoint on 
the part of individuals who comprise the 
department-store organization, and also 
must be ready to adopt it for themselves. 

At first, the fact that there exists a 
loyalty to a pyramid within an organiza- 
tion will probably come as a surprise to 
the newcomer to the department store; 
but realization will soon come that these 
two loyalties, one to the divisions and 
one to the whole store, are not mutually 
exclusive of one another but are com- 
plementary to the proper state of mind 


of the individual worker. Of course, 
there must be the proper relationship 
between them and it is perfectly possible 
to stress the divisional point of view un- 
duly to the detriment of the store stand- 
point. In order effectually to retain the 
system of checks and balances within the 
department store, it is necessary that the 
individuals maintain this dual stand- 
point. 

Frequently, cases arise where, for the 
sake of expeditious accomplishment, it 
becomes necessary for the store’s point of 
view to override the requirements of an 
individual division, and time and experi- 
ence only can bring the knowledge as 
to when it becomes necessary to have this 
take place. 

Finally, one thing must not be for- 
gotten, and that is that the individuals 
of an organization gradually grow to 
bear the imprint of its character. There- 
fore, there are two things that should be 
borne in mind by those who are starting 
in the retail business. First, associate 
yourself with a business that. possesses 
character, and character is a very diffi- 
cult word to describe. Most people 
feel the presence of it rather than realize 
it by any process of reasoning. Second, 
it is desirable to locate yourself under 
what is known as a training executive, 
one who desires to grow in the organiza- 
tion and realizes that his or her growth 
is entirely dependent upon the develop- 
ment of those who are the future possi- 
ble successors. Certainly there has never 
been a more interesting or exciting time 
to enter the business of retailing. 
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A Better Evaluation of Current Department 
Operations 


JosEPHINE A. LowRIE 


In evaluating buyers’ performance, not sufficient attention has been 
given to the probabilities of future markdowns on the stock on hand. 
This article presents a scientific method of estimating future losses. 


At the end of every period when in- 
ventories are taken and statements are 
prepared, the management studies them 
with care in order to determine the de- 
partments which have been successful 
or unsuccessful in the previous six 
months. Far too often, however, judg- 
ment on present department manage- 
ment cannot be based upon the results 
for the period as shown by the state- 
ments. The gross-margin section, par- 
ticularly, is clouded by the operations of 
former periods which have ripened in the 
form of markdowns, or which have been 
carried forward as a depressive factor 
in the cumulative markup figure. A 
comparatively simple change in account- 
ing procedure would reveal a much 
clearer picture of current operations 
without destroying the complete picture 
as it is presented at present. 


DIFFICULTIES IN EVALUATING OPERA- 
TIONS FROM PRESENT STATEMENTS 


Examples of the difficulties which are 
encountered at present in evaluating the 
success of department managers from the 
end-of-the-period statements can be 


found in practically every store. 
In one department store, for instance, 
the piece-goods departments had been 





under one buyer for several years, and 
continued losses in volume and profits 
forced the management to bring in a 
new executive. During the 1932 fall 
season the purchase markup in this de- 
partment was 35.41 per cent and showed 
an improvement from the 32.81 per cent 
which had been secured in the corres- 
ponding period of the previous year. 
Volume was off 10.2 per cent, but this 
loss was not as great as in sister depart- 
ments in this store. But when the state- 
ments were examined, it was found that 
the gross margin was only 22.74 per 
cent, as compared with 26.64 per cent 
in the fall season 1931. The reason was, 
of course, that the markdowns had in- 
creased from 8.98 per cent to 14.81 per 
cent. 

The present buyer bases his explana- 
tion solely upon the fact that the stock 
was in terrible condition at the time he 
assumed charge. It was necessary to 
clean house and to do this retail prices 
were reduced far below those at which 
the inventory had been valued at the 
beginning of the season. The manage- 
ment accepts this as a further proof of 
the fact that the former buyer had been 
doing a poor job, and of their wisdom in 
making a change. 
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They look forward hopefully to the 
statements at the end of the next season, 
when they will see the results of the 
present régime with continued improve- 
ment in markup and volume without 
the handicap of large markdowns. But 
they forget when this statement arrives 
that the inventory as it is shown may 
be as greatly overvalued and may 
contain as many postponed markdowns 
as were contained in the inventory turned 
over to this new buyer one year before. 


A BETTER EVALUATION METHOD 


A department manager is judged pri- 
marily upon the gross margin which he is 
able to produce. During recent years, 
he has been asked to consider more and 
more the expense problem in connection 
with his department. However, his first 
consideration is to produce a satisfactory 
volume at a margin sufficient to cover 
normal expenses. 

Now, if it were possible to determine 
at the end of any season the actual gross 
margin on the purchases made during 
that season, a much fairer evaluation of 
the success or failure of present manage- 
ment could be determined. 

A close approximation of this gross 
margin could be secured by segregating 
the markdowns on current-season mer- 
chandise and then at the end of the 
season estimating the additional mark- 
downs which will be required to move 
the remainders from the season’s pur- 
chases. This estimation of future mark- 
downs would become increasingly accu- 
rate as statistics on the relation of age 
of merchandise to the markdowns re- 
quired to sell the goods are accumulated. 


MARKDOWNS ON OLD MERCHANDISE 


In a study extending over a three 
years’ period, it was discovered that 


markdowns taken on merchandise which 
had been in departments over a year 
represented such high percentages of the 
sales revenue from this merchandise that 
the margin remaining was not sufficient 
to cover operating expenses. This was 
equally as true in home furnishings and 
domestic departments, which contain 
comparatively staple items, as in the 
smallwares departments which have 
items affected by rapid style changes. 

In the piece-goods departments, it 
was found that markdowns had ranged 
from 9.7 per cent to 19.5 per cent of net 
sales, but when the markdowns and 
sales of merchandise which were over one 
year old had been segregated, it was found 
that markdowns taken during a season 
ranged from 15.4 per cent to 572 per cent 
of the sales revenue from this merchan- 
dise during that season. In three typical 
smallwares departments where total 
markdowns had ranged from 5.2 per 
cent to 46.6 per cent of total sales, the 
markdowns on “old” merchandise 
ranged from 8.6 per cent to 319 per cent. 
Even in the homefurnishings departments 
the age factor was found to be very impor- 
tant since total markdowns ranged 
between 3.6 per cent and 18.6 per cent, but 
“old” merchandise had markdowns rang- 
ing from 15.3 per cent to 331 per cent of 
the sales revenue secured from this mer- 
chandise during a six months’ period. 

Ignoring the extremes and using aver- 
age figures as presented in the table 
(page 37), it is easy to see that the mark- 
downs necessary to move the “old” 
merchandise were absolutely prohibitive 
to profitable operation. 

A corollary to this fact is that the 
gross margin on a given purchase will be 
more satisfactory if the purchase can be 
disposed of entirely before it reaches this 
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“dangerous age”; and it also follows 
that the margin on the purchases made 
during any one season may be forecast, 
in a measure at least, by the proportion 
of the total which remains to reach this 
‘dangerous age.” 

Through the study mentioned above it 
was found that when over 80 per cent of 
the merchandise purchased during a given 
season was disposed of before the end of 
the six months’ period, the markdowns 
taken in the succeeding periods repre- 
sented only 2.82 per cent of the original 


retail price. On the other hand, when 
less than 65 per cent of the purchases 
were sold, or over 35 per cent remained 
in stock at the end of the six months’ 
period, the succeeding markdowns 
represented 6.81 per cent of the original 
retail value of the purchases. 


APPLICATION TO A CURRENT SEASON 
RESULT 


Accepting these records of the past 
as the basis for predictions concerning 
the future, it would be possible to eval- 
uate the results of the season just closed 
in the following manner: 

Department A had purchases during 
the 1932 fall season which were entered 
in the books at an original retail of 
$26,000. These purchases had carried 
a markup of 36.7 per cent. Mark- 
downs during the season on these pur- 
chases had amounted to $379 or 1.45 
per cent of the original retail. 

A companion department, Depart- 
ment B, had purchases during the 
season under consideration of $24,000 
which carried a slightly larger markup 
of 37.5 per cent. Markdowns during 


CORRELATION BETWEEN INVENTORY REMAINDERS AND SUCCEEDING MARKDOWNS 
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the season had amounted to $312 or 
1.3 per cent of the original purchase 
price. 

Without further investigation it might 
be said that the manager of Department 
B had done a better merchandising job 
than the manager of Department A since 
both markup and markdown percent- 
ages were more favorable. However, a 
true evaluation of the results requires an 
estimate of future markdowns. 

An investigation of inventory condi- 
tions shows that in Department A the 
remainders from the current season pur- 
chases represented 13.8 per cent of the 
original retail, or 86.2 per cent of the 
merchandise had been moved out of 
stock during the period. In Depart- 
ment B, however, it is found that 42.5 
per cent of the merchandise purchased 
is still in stock; only 57.5 per cent had 
been moved. 

If the experience of these departments 
in disposing of the remainders from the 
current-season purchases follows that 
of the departments studied, it is possible 
to predict future markdowns and cal- 
culate probable margin on the seasons 
purchases by reference to the table cor- 
relating inventory remainders and mark- 
downs. 

In Department A, where the remaind- 
ers amount to only 13.8 per cent, it is not 
probable that markdowns will amount to 
over 2.82 per cent of the original retail 
value of the purchases for the season. 
In Department B, where the remainders 
were 42.5 per cent, future markdowns 
will run at least 6.81 per cent of the 
original retail value of the purchases 
for the season. 

Retaining all these calculations in 
terms of percentages of the original 
retail, it is very simple to calculate the 


anticipated net margin in terms of the 
actual retail through the use of the fol- 
lowing formula: 


markdown per cent 
(in terms of original retail) 


Original markup per cent — 





100 per cent — markdown per cent 


= margin per cent (in terms of actual retail) 


In Department A the original markup 
of 36.7 per cent is reduced through 
markdowns already taken of 1.45 per 
cent and anticipated markdowns of 2.82 
per cent, a total markdown of 4.27 
per cent of original retail, to a margin 
of 32.43 per cent of the original retail or 
33.88 per cent of the actual retail. 

In Department B the original markup 
of 37.5 per cent is reduced through 
markdowns already taken of 1.3 per 
cent and anticipated markdowns of 6.81 
per cent, a total of 8.11 per cent of the 
original retail. This leaves a margin of 
only 29.39 per cent in terms of the 
original retail or 31.98 per cent in terms 
of the actual retail. 

Starting with a lower markup and 
taking slightly larger markdowns during 
the current season, it is estimated that 
Department A will secure a net margin 
of 33.88 per cent of the sales revenue 
from merchandise purchased this season 
as compared with Department B’s real- 
ized margin of 31.98 per cent. 

This small percentage is often the 
difference between a profit or a loss for 
a given department, and the results for a 
group of departments together measure 
the return or lack of return on the in- 
vested capital and the continuance or 
discontinuance of a business. 

NECESSITY FOR MORE IMMEDIATE 
MEASUREMENT 


Even during the period of increasing 
volume there has been a decided trend 
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towards lower profit percentages in de- 
partment-store operation. During the 
past three years of declining volume many 
stores have experienced continuous oper- 
ating losses, and have now reached a 
point at which any further reductions 
of surplus threaten the existence of the 
organization. In such a period it becomes 
increasingly important to be able to 
separate successful department man- 
agers from the unsuccessful. An imme- 
diate recognition of a weak department 
makes it possible to place corrective 
measures at work before the failures have 
eaten up the profits secured from the 
successful departments. The really im- 
portant phase of the problem of arriving 
at a speedier and clearer appreciation of 
current operations is to accept the 
premise that the value of merchandise 
depreciates in proportion to the length 
of time it remains in the store. This 
means, therefore, that merchandise must 
move from manufacturer to consumer 
with as great speed as can be secured, 
while maintaining stocks which offer 
attractive selections to customers. With 
this approach to the problem, it is 
not difficult to provide the necessary 
information upon which to base a de- 
cision as to successful or unsuccessful 
operation. 


A START ALREADY MADE 


In many stores a start towards the 
accumulation of background statistics 
which will aid in the establishment of a 
plan for securing an immediate evalua- 
tion of operations has already been 
made. 

Realizing the necessity of disposing of 
merchandise before it has reached the 
age at which it will become compara- 
tively valueless, stores have placed arbi- 


trary age limits on stocks. With these 
age limits in force, the department man- 
ager is required to mark down to zero 
all merchandise which remains in stock 
when that age has been reached. In 
order to be able to enforce these age 
limits without prohibitive write-offs, it 
became necessary to establish monthly 
checks on the condition of this “old- 
season’’ merchandise. Monthly inven- 
tories alone showed the retail value of 
the stock on hand, but failed to show 
how much of the reduction since the last 
inventory represented sales and how 
much represented changes in retail price. 
The essential information was secured 
by insisting that all markdowns show 
the season in which the merchandise 
being marked down was purchased 
originally. 

Where stores have already established 
this procedure, it will be very simple to 
summarize all markdowns according to 
season. At the end of any period, it 
will be possible to state that the pur- 
chases for the period amounted to a given 
figure, at a certain markup. This 
markup has already been reduced by 
markdowns as shown by the summary. 
The additional information necessary 
to provide a measure of the success of 
the season’s operations is an evaluation 
of future markdowns on the merchan- 
dise just purchased. 


JUDGING FUTURE MARKDOWNS 


If a quick approximation is desired, 
an accumulation of statistics, similar to 
the ones cited previously, will furnish an 
adequate base. It is perfectly apparent 
that in similar departments the one 
which carries forward into the succeeding 
period 50 per cent of its current season 
purchases will suffer larger markdowns 
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in relation to the original retail price in 
succeeding seasons than the department 
which carries forward only 15 per cent of 
its current-season purchases. The clos- 
ing inventory of merchandise purchased 
during the current season may be shown 
as a percentage of the original retail of 
purchases for the period, and additional 
markdowns estimated upon this basis. 
These estimated markdowns will be 
combined with the ones actually taken 
on current-season purchases during the 
period and a close approximation of the 
margin that will probably be realized 
may be secured. 


EMPHASIS UPON CURRENT OPERATIONS 


Through this type of analysis the de- 
partment manager will be brought face 
to face with the results of his buying 
operations during the comparatively 
short period of six months just preceding. 
Reasons for purchases would be almost 
as fresh as the results and these reasons 
could be appraised on their own merits 
without conflict from other forces. Most 
important of all would be the focusing 
of the buyer’s attention upon the im- 
portance of each day’s buying in terms 
of net results. 

If such an appraisal of results were to 
be made at the end of each season, a 
much fairer valuation of inventories 
would be secured. At the present time, 
it is probable that the majority of closing 
retail inventories are from 10 per cent 
to 25 per cent larger than the value at 
which they will be sold, all because 
markdowns are postponed. If the 
buyer realizes that an adjustment is to 
be made for these markdowns at the 
end of the period before the results of 
his operation are appraised, the present 


temptation to postpone markdowns 
would be eliminated. 

This one factor alone should be suffi- 
cient to convince store managers that it 
is time to establish a plan for evaluating 
the merchandising operations of each 
season on their own merits, unclouded 
by the influences of previous periods. 


Consignment Buying 
NORBERT J. MARTENS 


As used in this study, consignment 
buying is the retailer’s practice of receiv- 
ing goods from a manufacturer who 
stipulates that as between the parties no 
sale shall be deemed to have been made 
until the merchandise shall be sold by 
the retailer to third parties. Those 
goods which the retailer cannot sell, it is 
further agreed, may be returned to the 
manufacturer with no obligation having 
accrued to the retailer with respect to 
such unsold goods. Often a time limit 
within which the goods are to be sold 
or returned is specified but just as fre- 
quently a limit is not fixed. The further 
aspect of consignment buying is the fact 
that the goods are paid for by the retailer 
only as he disposes of them. 

The liability of the retailer towards the 
goods of the manufacturer until actual 
sale is that of bailee towards his bailor’s 
property. There are various classifica- 
tions of bailments and the one into which 
this type of grant falls requires the bailee 
to exercise ordinary care for the safe- 
keeping and maintenance of the goods 
while under bailment to him. This en- 
tails indemnification for losses sustained 
by fire, theft, and that damage which 
can be construed to have occurred by 
reason of the retailer’s negligence or that 
of his servants. 
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CONSIGNMENT. VERSUS MEMORANDUM 
BUYING 


A distinction should be made between 
consignment and memorandum buying. 
The two forms of purchase seem per- 
sistently to be confused by those who 
are often parties to these very transac- 
tions. In consignment buying, title 
is left in the manufacturer and he is a 
bailor. In memorandum purchasing, 
title passes immediately upon shipment 
from the manufacturer who becomes a 
vendor. In other respects, the transac- 
tions are similar. 

One text writer construes consign- 
ment-bought goods as having been taken 
under an advanced dating, at least with 
respect to that portion of the goods 
which do eventually become sold. The 
ideas of this writer are representative of 
all that has been said on the theory and 
practice of consignment buying. His 
version and observations are embodied 
in the two immediately succeeding 
paragraphs. 

Classes of goods, the possibilities for the sale 
of which are doubtful, are the most frequently 
sold on this basis. New goods about which 
the customer’s attitude is doubtful are often 
marketed in this way to introduce them into 
the trade, sometimes at a very low price, the 
whole process being chalked up as an advertis- 
ing project. 

From the store’s point of view, consignment 
buying is considered practical when certain 
merchandise is wanted for a special sale in 
which the extent of the demand is highly prob- 
lematic. Therefore, to take the lot on consign- 
ment is considered as a form of insurance, the 
premium for which is represented by the higher 
consignment terms which are usual. 


DISADVANTAGES OF CONSIGNMENT BUYING 


Consignment buying has some well- 
known disadvantages which may be 
listed as follows: First, there is the dan- 


ger of overbuying, especially by the inex- 
perienced buyer who in committing this 
first sin offends also by failing to make 
proper analysis of his needs and of 
general trends. Second, consignment 
buying, when done haphazardly, ties 
up space that should be assigned to 
goods the merit of which has been estab- 
lished. Third, consignment transactions 
often arouse animosity between the 
parties. Often the manufacturer be- 
lieves that the retailer has failed to make 
a real effort to promote the goods, know- 
ing that “most of it is going back any- 
way.”’ What goes back often is returned 
much the worse for wear and tear, 
possibly not in such condition as to 
warrant negotiations for damages but 
still unsalable to other parties. Fourth, 
goods offered on consignment are often 
of inferior quality or style, a fact that 
makes it impossible for the manufacturer 
to sell them in the regular way. Fifth, 
where the goods are desirable, a lower 
price or higher discounts can generally 
be obtained by buying them outright. 


OPINION OF EXECUTIVES IN THE TRADE 


In collecting first-hand data on the 
consignment problem, the writer inter- 
viewed a number of prominent retail 
executives. The first was the represent- 
ative of a large resident buying office. 
This man expressed vehement opposi- 
tion to consignment buying, stating that 
usually the consignment buyer and seller 
are of the weakest type. He felt that 
the practice is bad for both the manu- 
facturer and the retailer. He admitted 
a justification for consignment buying, 
however, in the case of a representative 
manufacturer, introducing a new line, 
who often strikes the bargain that the 
retailer shall have the merchandise on 
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consignment providing he will promote 
the goods. Often this is done, the 
manufacturer going to the extent of 
financing the advertising and promo- 
tional work, thus stirring up interest in 
the item among both consumers and 
competitive retailers. 

A merchandise manager at one of the 
larger stores was the second to be inter- 
viewed. Here such buying is on a 
restricted and cautious basis, indicating 
a keen watchfulness to forestall the 
occurrence of any of the disadvantages 
that have been listed. The products 
of representative manufacturers of lux- 
ury items, such as expensive binoculars 
for the optical department, rare books, 
Oriental goods, some jewelry—all for 
purposes of lending tone and complete- 
ness with a hope for sale—are bought 
on consignment. Toys are bought on 
consignment at Christmas time. Codp- 
eration is extended to those who have an 
innovation to promote, providing it has 
inherent worth. This attitude is tem- 
pered by the merchandise manager’s 
observation that, since goods inevitably 
become damaged in marking and han- 
dling, the consigned lines must move fast 
enough and with sufficient markup to 
offset such losses. 

Except for the types of merchandise 
mentioned above, this store’s opinion is 
that the cheapest market is not to be 
found in the group of consignment sellers. 
This group, however, has expanded dur- 
ing the depression with prices so reduced 
that it now includes manufacturers who 
would normally not be found there. 


A STORE THAT FAVORS CONSIGNMENT 
BUYING 


An interview at a second large store 
revealed that consignment buying is 


practised to a considerable degree. 
Specific items mentioned as being bought 
on consignment were shoes and toys, 
though often the practice extends pro- 
miscuously to many other lines for special 
sale purposes. Also, goods the style of 
which is deemed doubtful are so pur- 
chased. It was stated in this store that 
the stronger the position of the manu- 
facturer, the fewer consignment offerings 
he would make. 

This store believes that a buyer can 
use profitably the consignment plan in 
any line of goods; that consignment 
purchases usually are not cared for as 
well as store-owned goods; that costs in- 
curred in the return of goods to the man- 
ufacturer are appreciable enough to de- 
tract from their merits otherwise. 

In this store, consignment goods are 
charged in directly with other goods and 
affect a buyer’s open-to-buy figure and 
his inventories just as the regularly pro- 
cured stock does. All consignments 
are for short periods, the terms usually 
being “‘sell or return in ten days.” 
Toys are bought at Christmas time on 
the longest terms; namely, six weeks. 


A STORE THAT IS OPPOSED 


An interview at a third store revealed 
the merchandise manager’s aversion for 
consignment buying. The practice is 
confined to Oriental goods, including 
Oriental rugs, art pieces, and in general 
those items which lend color and back- 
ground to the institution. However, 
furs and pianos are sometimes bought on 
consignment. The manufacturer is paid 
promptly upon sale of an individual 
piece, there being no general settlement 
at the end of specific periods. Usually 
the goods are covered by a blanket-in- 
surance policy. In general, this store’s 
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attitude is ‘‘hands off’ consignment buy- 
ing. This disapproval is mitigated only 
by the comment that “it is good for 
decorative goods in which we prefer not 
to invest.” It is not used for special 
sale purposes, for codperation with 
manufacturers of innovations, or for 
experimental purposes. 


CONSIGNMENT BUYING TO AVOID RISK 


Another store that emphasized quality 
and prestige stated that consignment 
buying is good for lines on which the 
store is not completely “sold” but by 
which it is “tempted.”” There may be a 
hesitancy to buy a particular item out- 
right but in order to compromise on mis- 
givings and conciliate the manufacturer 
a quantity is taken on consignment. It 
was distinctly pointed out, however, that 
the store did not expect or want its 
buyers to avoid risks. Executives in 
other stores voiced the same opinion— 
that the buyer who never takes mark- 
downs because of extreme caution in 
buying may make less money than the 
buyer who takes a chance on a hunch 
occasionally and shows a larger mark- 
down percentage, but larger sales. 

This store was of the opinion that 
goods offered on consignment are usually 
of poor quality, made by a manufacturer 
of poor standing, although this is not 
always the case. The practice was held 
to be less profitable than outright 
purchase and it was thought that it will 
recede with stabilization or a rise in 
prices. 

The buyer of toys and games in this 
store stated that it is usually the manu- 
facturer of a new product, anxious to 
market his goods on any basis whatso- 
ever, who sells on consignment. If his 


store wants to experiment, a consign- 
ment deal may be made. Consignment 
buying, he stated, is not as good in 
the long run as outright purchase. 

The buyer of men’s clothing in this 
store buys three lines of “‘Worstedtex” 
suits and coats on consignment regularly. 
Daily reports are made to the manufac- 
turer on the sales and stocks. Monthly 
settlements are made on the basis of 
a monthly physical inventory and the 
daily inventory. The terms are not 
quite as good as they would be in the 
case of outright purchase. This buyer 
is pleased with his experience in con- 
signment buying and is anxious to buy 
more on this basis. 


CIRCUMSTANCES THAT JUSTIFY CON- 
SIGNMENT BUYING 


From these expressions of opinion, it 
may be concluded that consignment 
buying is justifiable under the following 
circumstances: 

1. In the introduction of a new line by 
the manufacturer where the re- 
tailer is not in a position to pass 
judgment on the probable cus- 
tomer demand. Some toy buy- 
ing on consignment can be de- 
fended upon this basis. 

2. In stocking decorative or prestige 
items on which little volume is 
realized but which add tone to 
the store and which do sell fast 
enough to minimize damage while 
in stock. 

3. Occasionally, in stocking for a 
special sale, especially if the of- 
fering has not been made before. 
But here definite and short time 
limits should be set for final 
settlement. 
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How Do New York Stores Write Advertising 
Copyr 


CHARLES M. Epwarps, JR., AND Ceci, O. DuDLEY 


Over one thousand department- and specialty-store advertisements 

in New York newpapers were carefully analyzed to obtain material 

to enable retailers to compare their own advertising copy with a 

composite picture of the advertising copy of New York stores. This 

study should prove valuable in training new and old copywriters 
to write more effective copy. 


If the advertising managers of ten 
different retail stores were asked what 
types of advertising copy they had been 
writing for their stores during the spring 
season of 1933, in all probability few of 
them could do more than guess. In 
fact, most of them would fail to agree 
on the types or classifications of adver- 
tising copy that might be written to sell 
their stores’ merchandise. Every adver- 
tising manager, apparently, has formu- 
lated his own independent theory of 
advertising and has set up, in his own 
mind at least, his own classifications of 
copy. 


NEWSPAPER ADVERTISEMENTS ANALYZED 


In the hope that some uniformity 
might be brought about in copy termi- 
nology and in order to determine what 
types of copy retailers actually did pub- 
lish in four New York newspapers dur- 
ing the twenty-eight-day period from 
April 7 to May 4, inclusive, 1,116 de- 
partment-store and specialty-shop adver- 
tisements were classified and analyzed. 
Advertisements appearing in the follow- 


ing newspapers, for the periods specified, 
were carefully studied: 
April 7-13, The Sun and for Sunday, 
April 9, The New York Times 
April 14-20, The New York Times, 
daily and Sunday 
April 21-27, New York World-Tele- 
gram and for Sunday, April 23, 
New York Herald Tribune 
April 28-May 4, New York Herald 
Tribune, daily and Sunday 
At times it was difficult to decide in 
which classification some belonged, as 
many had the earmarks of two or more 
classifications. Nevertheless, it was pos- 
sible to discern five separate and dis- 
tinct classifications of retail-advertising 
copy, three of which may be called 
“‘bread-and-butter” copy and two, in- 
stitutional copy: 
“‘Bread-and-Butter” Copy 
1. Fashion 
2. Utility 
3. Bargain 
Institutional Copy 
1. Prestige 
2. Service 
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The term “‘bread-and-butter”’ copy is 
applied to fashion, utility, and bargain 
copy because they urge people to come 
to the store when the store wishes them 
to come. The next day’s business—the 
immediate sale of goods—is the primary 
object. 

Prestige and service copy, the two 
types of institutional advertising, on the 
other hand, invite people to come to the 
store when the people themselves wish to 
come. Instead of seeking immediate 
sales, institutional copy endeavors to 
“sell” the store as a desirable place to 
trade by telling people that the store has 
the merchandise and services they wish 
whenever it is convenient for them to 
come in. As William H. Howard, ad- 
vertising manager of Gimbel Brothers, 
New York, would say, institutional 
copy ‘‘strokes their hair, rather than 
hits them on the head.”’ 


EXPLANATION OF TYPES OF COPY 


A brief explanation of each of the five 
copy classifications will make them more 
clear. 

The chief purpose of fashion copy, the 
first of the three classes of “‘bread-and- 
butter’’ copy, is to give desired informa- 
tion about what merchandise is fashion- 
right and why. Fashion copy presents, 
therefore, in an active, graphic, glorify- 
ing manner, styles which are the pre- 
vailing fashions at a given time. In 
fashion copy, emphasis is placed upon 
the newness and up-to-dateness of the 
merchandise. Copywriters strive to add 
such interest and glamour to merchan- 
dise as to make it irresistible. 

In contrast to fashion copy, wtility 
copy deals with merchandise of a more or 
less staple, standard type which is sold 
on the basis of utility rather than fash- 


ion-rightness. Fashion, in the case of 
utility or utilitarian merchandise, plays 
a minor part, if any. For instance, 
washing machines, vacuum cleaners, 
towels, and other such articles are of 
interest to consumers solely because 
they serve practical, material purposes. 
Fur coats, evening gowns, draperies, and 
living-room furniture, however, are sold 
principally because of their beauty and 
fashion-rightness, rather than because 
of their usefulness alone. 

In both of these classes of copy, price 
is an important point, of course, for no 
selling message is complete without a 
specific, unmistakable statement of price. 
Price, however, is subordinate to the 
fashion-rightness, the utility, or other 
characteristics of the merchandise. 

When low price becomes the dominant 
selling appeal, whether the goods are 
fashion or utility merchandise, the copy 
is designated as bargain copy. 

Although prestige copy is not expected 
to bring immediate business, it does 
attempt to sell indirectly the articles 
advertised as well as to convey the idea 
that the store is a good place to buy such 
merchandise. By offering wide assort- 
ments of currently approved types of 
fashion or utility merchandise, prestige 
copy implies that the store is prepared 
at all times to fill any merchandise need. 
Frequently prestige copy introduces new 
and novel—and, perhaps, exclusive— 
articles of fashion or of utility in order 
to convince the public that the store 
is alert and progressive. Briefly, then, 
prestige copy is designed to establish 
the store’s reputation as an authority, 
and, thus, to win permanent good will 
and patronage. 

While prestige copy deals with mer- 
chandise, service copy points out the serv- 
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ices offered by the store. It endeavors 
to impress the thought that the store is 
a desirable organization with which to 
do business by telling of the policies of 
the store, of the services rendered to 
make shopping more convenient and 
pleasant, and by drawing attention to 
other distinguishing, superior features of 
the store. Oftentimes service copy is 
directly helpful to readers by giving in- 
formation and advice and by comment- 
ing on current interests. On some 
occasions service copy is intended to be 
entertaining as well as informative. 


DISTRIBUTION OF ADVERTISING BY 
COPY TYPE 


Table I shows how the 1,116 advertise- 
ments, for all types of merchandise, were 
distributed among the five copy classi- 
fications. By comparing their own ad- 
vertising copy with this composite pic- 
ture of the copy of New York department 
stores and specialty shops, retailers may 
judge just how wisely emphasis was 
placed in their own advertising copy. 


TABLE I 


CLASSIFICATIONS OF ADVERTISING COPY 
WRITTEN FOR ALL TYPES OF 


MERCHANDISE 
Copy Number of Per Cent of 

— Total 
Fashion..... 464 41.6 
Utility...... 53 4.7 
Bargain..... 411 36.8 
Total 

(bread- 

and-but- 

Pe 928 83.1 
Prestige.... 155 13.9 
Service..... 33 3.0 
Total (insti- 

tutional) . 188 16.9 

Total..... 1,116 100.0 


ANALYSIS BY MERCHANDISE DIVISIONS 


This analysis of advertising copy for 
all kinds of merchandise offers an in- 


teresting but incomplete picture. For 
the purpose of learning, therefore, how 
the various classes of merchandise were 
advertised during the period, nine classi- 
fications, or promotional groups, were 
established, each of which was com- 
posed of related types of merchandise, 
as follows: (1) apparel—women’s and 
misses’ inexpensive dresses, women’s 
and misses’ better dresses, women’s and 
misses’ inexpensive coats, women’s 
and misses’ better coats, sportswear, jun- 
ior-misses’ apparel, fur coats and scarfs, 
suits, sweaters; (2) accessories—hosiery, 
gloves, leather goods, neckwear, costume 
jewelry, women’s shoes, millinery, acces- 
sory flowers, gold jeweiry, toilet articles, 
umbrellas, ribbons, and handkerchiefs; 
(3) intimate apparel—underwear, slips, 
corsets, negligees, and daytime dresses; 
(4) ptece goods—silks, woolens, wash 
goods, rayons, laces, and patterns; (5) 
children’s departments—toys, infants’ 
furniture, infants’ wear, boys’ clothing, 
boys’ furnishings, girls’ shop, children’s 
shoes, and children’s underwear; (6) 
smallwares—books, stationery, smoking 
supplies, notions, adult games, sporting 
goods, luggage; (7) men’s wear—men’s 
furnishings, hose, gloves, shoes, hats, 
and clothing; (8) house furnishings— 
linens, domestics, blankets, silverware, 
glassware, china, housewares, kitchen 
furniture, nickel and electrical goods, 
refrigerators, household machinery, vac- 
uum cleaners; (9) home furnishings—gift 
shop, pianos, pictures and mirrors, 
radios, draperies and drapery accesso- 
ries, curtains, lamps, living-room, bed- 
room, and dining-room furniture, bed- 
ding, antiques, carpets and linoleums, 
domestic and Oriental rugs. 

When the advertisements for each of 
these nine merchandise groups were 
analyzed according to copy classifica- 
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TYPES OF ADVERTISING Copy Usep By NEw YorkK STORES 


tions, many interesting things were 
learned. For instance, 53.2 per cent of 
all apparel advertising during the four- 
week period was fashion advertising; 
32.8 per cent was bargain; 13.2 per cent 
prestige; and 0.8 per cent utility. In the 
case of house furnishings, however, 48.2 
per cent of the copy was bargain. Util- 
ity, prestige, and fashion copy followed, 
with 32.5, 10.8 and 8.4 per cent, respec- 
tively. 

Table II and the accompanying chart 
show clearly the types of advertising 
copy written for each of the nine mer- 
chandise groups. 


COPY CHARACTERISTICS FOUND 


It will be interesting to note that in all 
four of the classifications of advertising 
copy that deal with merchandise (fash- 
ion, utility, bargain, and prestige) 13 
characteristics were found to cover the 
points about which the advertisers wrote. 
To learn the relative importance of each 
of these 13 characteristics in each class 
of copy, a system of weighting was 
devised. For the first most emphatic 


characteristic brought out in each adver- 
tisement, a weight of 5 was given and 


for the second, a weight of 3. All other 
characteristics mentioned were given a 
weight of 1 each. Table III shows the 
relative importance of the 13 character- 
istics in each of the five copy classifica- 
tions. 

From Table III it appears that, in 
fashion copy, advertisers considered 
style features the most significant char- 
acteristic; price was second; and uses 
and benefits, third. In utility copy uses 
and benefits received first emphasis; 
price, second; and style features, third. 
Other features stressed in bargain copy 
in addition to price were style features, 
assortments, reason for the low price, 
and quality, in this order. In prestige 
copy, style features were most forcibly 
stated; uses and benefits, second; assort- 
ments, third; and price, fourth. 

Many other enlightening conclusions 
might be drawn from this table. Why, 
for example, was so much importance 
attached to uses and benefits in utility 
copy and so little in bargain copy? Why 
was so little emphasis placed on special 
services offered by the store, such as ex- 
pert fittings, alterations, and installa- 
tions, and on services making buying 
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TABLE II 
CLASSIFICATIONS OF ADVERTISING Copy WRITTEN FOR EACH OF THE NINE MERCHANDISE GROUPS 
tf | Z | 2 
n | 5 an g 
§ S| ze 
i E ~ a3] #8 
} = = % “2 | *s 
dl : Hr a | sd 
a7 ie isi pie | eat ao | 9 
| sitlelfi/e/e/2]] 2]. | aal# 
J LER SCEE REE SESLES Biwi 
Fashion 
Number of adver- 
tisements......... 190 | 92 | 44 | 10 | 22 2 | 58 | 39 7 464 
Percentage of mer- 
chandise group 
ae 53.2} 57.5] 61.1} 52.6] 29.7) 7.4] 41.4] 25.8] 8.4 41.6 
Utility 
i Number of adver- 
f tisements.........| 3 2 1 6 7 2 5 | 27 53 
Percentage of mer- 
chandise group 
re 0.8 1.3) 1.4 8.1) 25.9} 1.4) 3.3] 32.5 4.7 
Bargain 
Number of adver- 
tisements......... 117 | 33 | 20 8 | 33 | 15 | 40 {105 | 40 411 
Percentage of mer- | 
chandise group 
A gk 32.8) 20.6) 27.8) 42.1) 44.6) 55.5] 28.6) 69.6) 48.2 36.8 
Prestige 
Number of adver- 
tisements......... 47 | 33 7 1 | 13 3 140 | 2 9 115 
Percentage of mer- 
chandise group | 
a EB 13.2) 20.6) 9.7) 5.3) 17.6) 11.1) 28.6) 1.3) 10.8 13.9 
Service | | 
Number of adver- 
tisements......... 33 33 
Percentage of mer- 
chandise group 
I er a 100.0, 3.0 
Totals by merchandise 
pete pied bs, | | 
Number of adver- | | 
tisements....... 357 160 | 72 | 19 | 74 | 27 140 |151 | 83 | 33/1116 | 
Percentage of total 
number of adver- | | | 
tisements........./ 32.0) 14.3) 6.5) 1.7) 6.6 2.4] 12.5] 13.5} 7.4) 3.0} 100.0 
easy, such as mail and telephone orders, distant deliveries, and open nights? 
charge and deferred-payment accounts, Utility copy was the only classification in 
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TABLE III 
Copy characteristics F _ J ~— = Copy characteristics F a _ a yf 
Style features........ 31.4) 13.8) 23.6) 24.9 Reason for the price..} 0.5} 0.6) 10.7) 0.2 
Construction and/or Assortments 
workmanship.......| 5.4) 6.5) 7.7) 5.0 Choice.............} 4.8} 1.0) 3.5] 0.7 
Quality..............] 5.0} 4.2] 10.0) 6.1 Complete.......... 3.9} 2.7) 11.3} 14.8 
Source...............] 4.0) 2.5} 5.1] 2.9 . Setvices 
Exclusive right.......| 1.2} 2.9] 0.7] 1.6 Pei enkeotes 0.8} 2.9) 0.8} 1.8 
Authority or evi- Making buyingeasy.|; 0.7; 4.0) 2.5) 1.4 
Mc aot nasa rs 5.0 2.5) 2.91 9.2 -Uppetoaction..:...:.| L722) £2 32 
Uses and benefits.....| 16.0) 33.2) 8.5) 15.7 GEE BELA RE EY 
Timeliness........... 3.4} 1.9) 4.7) 3.7 100 0/100 .0}100 .0)100.0 
— * Price was not tabulated here, as low price 
WS ewes es 14.2} 14.4) * 9 a . . EA kd 
i is considered the identifying characteristic of 
Se ee 2%) S4-° 5.4 b ‘ 
argain copy. 











which these services were sufficiently 
stressed. Above all else, with business 
so hard to get, why was there so little 
urge to immediate action in all types of 
copy other than bargain? 


Chain Grocery Prices 
Found Lower 


The Federal Trade Commission has 
just completed a study of prices of chain 
and independent groceries in Washing- 
ton, D. C. Independent-store prices 
on 274 items were found to total 7.3 
per cent higher and independents paid 
the manufactures 3.13 per cent more than 


did the chains. The chains were able 
to operate at a lower markup as well as 
to buy for less. When items were 
weighted by quantities purchased, the 
independent prices averaged 6.4 per cent 
higher. 

The gross-margin percentage in the 
chains was estimated at 18.99 per cent 
of sales and that of the independents at 
23.01 per cent on a basis of the volume of 
the items sold by the chains. 

In considering these comparisons, it 
should be borne in mind that the inde- 
pendent stores render service, such as 
credit and delivery, to a greater extent 
than the chains. 
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Department- and Specialty-Store Results in 
1932 


Three research organizations prepare annual reports on department- 


store operation. 


HARVARD REPORT 


The Harvard report on Operating 
Results of Department and Specialty 
Stores in 1932, based on data from 501 
stores, indicates that the unsatisfactory 
showing of previous years is further 
intensified. 

Initial markup has been increased 
somewhat but higher markdowns have 
resulted in an almost stationary gross 
margin. The expense ratio has risen 
from what was once thought a normal of 
30 per cent of sales to almost 40 per cent. 
As a result, stores in all size classifica- 
tions show an average loss, even when 
other income and interest on the invest- 
ment are included in profits. 

The report points out that the rise in 
the expense ratio is caused largely by a 
price decline that was probably in 
progress prior to 1929 but did not be- 
come generally recognized until the 
depression. Stores have not been able 
to reduce expenses in proportion to the 
price decline. Physical volume held up 
well through 1931 but in 1932 it declined 
by a percentage roughly estimated by 
the Harvard Bureau at 7 per cent. 

If the anticipated continuous rise in 
prices materializes, increased dollar vol- 
ume should materially reduce the pres- 
ent expense ratio and fewer markdowns 
will need to be taken. Whether this 
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Their chief findings for 1932 are summarized here. 


factor of price trend will be sufficient to 
make department-store operation again 
profitable, the Harvard Bureau is not 
prepared to say. 

Especially interesting in the 1932 re- 
port is the study of the tax burden in 
stores, which averages about 2 per cent 
of net sales. Other useful analyses, 
omitted last year, are the reports of 
expenses by functional and subfunctional 
divisions. 

The table on the following page gives 
the most significant figures, compared for 
three years. 


CONTROLLERS’ CONGRESS REPORT 


The report of the Controllers’ Con- 
gress of the National Retail Dry Goods 
Association on 1932 Departmental Mer- 
chandising and Operating Results leads 
to much the same conclusions in regard 
to the operations of the store as a whole. 
It has the great practical advantage, 
however, of providing figures by selling 
departments. It is thus of great value 
in budgeting, especially since goal as well 
as average figures are provided. Only 
two departments were generally profit- 
able in 1932: corsets and brassieres and 
hosiery, although gloves, silk underwear, 
and petticoats and slips returned profits 
in certain size groupings. A low expense 
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OPERATING RESULTS FOR DEPARTMENT STORES AND FOR SPECIALTY STORES—GENERAL AVERAGES f 
(Net Sales = 100 Per Cent) 


























Department Stores Specialty Stores! 
1926 1930 1932 1930 1932 
per cent per cent per cent per cent per cent 
Ee ee ene Pore 33:2 33.35 33.1 34.3 34.0 
So sink Gini Naw one olepeiail 16.1 17.3 18.7 16.8 17.6 
Real-estate costs...............cccecceeee 3.3 4.3 6.5 4.6 7.3 
so ia 4559 0 b's baile ok ae ee 3.0 3.5 4.0 4.3 4.8 
icky ik 5 ad ein ba eee 1.8 2.1 2.4 1.9 ie 
All other expenses......................5. 5.9 6.7 7.9 TA 7a 
po ET CT ee ee 30.1 33.9 39.5 34.7 39.6 
ee Cee re re 3.1 |L 0.55 | L 6.4 L 0.4 L 5.6 
Net other income (including interest on capi- 
I saci:ac ina ign s dos Gate wh ae . 3.15 4.0 2.4 2.5 
EN ts i46.4.009<804spanhcus vebes iene , 2.6 L 2.4 2 L3.1 
Rate of stock-turn (times a year): Based on 
| beginning and ending inventories......... 3.9 4.4 4.3 6.2 6.4 
Sales/total employees..................... $8 , 300 . $6,100 | $8,900 | $6,900 
5 Markdowns?........ vss 6.7 7.6 9.6 9.0 11.0 
, Returns and ‘jean’. 8.5 12.5 12.4 | 16.5 18.0 





* Data not available. 

1 Owing to the nature of existing data, com- 
parable figures for 1926 cannot be prepared. 

2? For stores with net sales of $1,000,000 or 


88.47 per cent of the total sales represented in 
1926, 90.15 in 1930, and 92.08 in 1932. Speci- 
alty stores of this size did 61.79 per cent of the 
total sales represented in 1930 and 61.20 in 1932. 














; more only. Department stores of this size did 
$ ‘ P ‘ : 
ratio was generally associated with a expenses, particularly real-estate costs. 
; profitable showing. The report em- The following table presents some of 
, phasizes particularly the inability of the data so far as the store as a whole is 
store management to reduce occupancy concerned: 
x 1932 STATISTICS FOR DEPARTMENT AND SPECIALTY STORES 
4 Department Stores 
e ——_ 
| L. | " t 
il Size Groupings | 1006-000 2o00'000 | | $'000'000 | 10'000,000 | 10,000,000 | <a 
, | 
Initial markup..................| 37.5 | 37.6 | 37.8 | 37.5 | 381 | 38.9 
E. eT eee ee | 11.4 | 10.5 |. 94 9.8 10.1 11.7 
d GEORE MRATIM. ..... oS ie eee SLO TF SiG 33.1 32.8 32.8 34.9 
a Stock-turn...... Bees 2.9 2.9 3.2 3.6 3.7 4.0 
Ss Sales percentage of last 3 ee 76.0 | 76.0 79.0 76.0 76.0 72.0 
“ Returns to gross sales....... TO 44 Te 9.7 | 10.6 oe 11.4 
Occupancy expense..............| 8.9 | 88 88 | 91 10.1 9.1 
Total expense... ... tae vf — ee eet BRO 38.4 | 38.3 38.9 39.6 
Loss. .. — 7.9 6.6 52 I + 6.1 4.7 
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MICHIGAN REPORT 


The Bureau of Business Research of 
the University of Michigan reports 
similar statistics for smaller department 
stores. Both store-wide and depart- 
mental results are presented. The fol- 
lowing table presents the chief store-wide 
figures: 


ACCOUNTING AND CONTROL DIVISION 


Trend of Physical Volume 
in Department Stores 


The physical volume of merchandise 
sold by American department stores has 
been decreasing at a substantially lower 
rate than sales in dollars. The accom- 
panying chart shows an increasing diver- 


FiscaAL YEAR STANDARDS, 1928-1932 


(Net sales for each year = 100 per cent) 














Total Store Pend aan wate was nt i 
ee et a ee 1.4 | —3.3 —10.1 —14.5 | —25.6 
be san wakes $9 + cin we 37.9 37.9 37.9 38.4 38.3 
is nok 0 9E'G bi.5 sooo os peo spk ia Be 8.7 10.7 11.4 
GS hav apac vadssaeseess 30.1 31.8 32.5 
SS ORGS bess vseeds scescss 0 re 2.3 2.6 2.7 2.7 
I fy geo Siig oso se alvces oa 8% 33.3 33.8 33.1 32.1 31.4 
EE OST ee 30.8 33.6 34.9 37.0 
ly ESR Se 4.0 2.2 —0.5 —2.8 —$5.3 
CC 2.5 2.6 2.6 2.9 3.1 
ON i og ew true tpaie se 3243 6.8 7.4 8.5 7.3 7.4 
Eee: 5 ae | 2.6 3.0 2.8 2.9 
aa sv din bibose5.¥'e ems 1.3 1.2 1.7 a 
ni dd PEG Rees Wee ee axed 6a eh 0% 3.1 2.8 2.6 2.9 | 2.6 

















3 Performance of Department Stores: 1932, by 
Edgar H. Gault, Michigan Business Studies, 
Vol. V, No. 3. 

4 Net sales for preceding year equal 100 per 
cent. 

§ Original marked price each year equals 100 
per cent. 


In regard to individual departments, 
eight showed a profit: corsets and bras- 
sieres, waists and knit goods, hosiery, 
muslin and silk underwear, toilet articles, 
notions, laces, and neckwear and veil- 
ings. The departments maintaining vol- 
ume were those handling fashionable 
items of low unit cost. The largest 
declines in volume occurred in home 
furnishings, such as furniture, rugs, 
china, and glassware. 


gence between physical sales and dollar 
sales, the latter decreasing about one 
third since 1930. 

The sales indexes in the chart are 
those of the Federal Reserve Board. 
These sales figures are adjusted for 
Easter, for seasonal variation, and for 
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TABLE OF SALES, PRICES, AND PHYSICAL VOLUME 











——- Sel 
rt- air- 
mae | sane | she 
sales | indext | Volume 
index 
1929 
November...........| 108 118 92 
1930 
er ee 116 92 
My Lieto e454 06 100 109 92 
November........... 98 102 96 
1931 
OS ee 100 97 
February............| 98 98 100 
MES Oss oa sdeds 97 96 101 
eee 106 95 112 
eer ree 97 94 103 
a 95 93 102 
eer 91 91 100 
EN he vabea esas 88 90 98 
September. .......... a4 89 94 
i 86 88 98 
November........... 83 86 104 
December........... 81 85 95 











Adjusted 

‘ment: | child | Index of 

sales | indest | Volume 

index 

1932 
fe ee 78 81 96 
February............ 78 80 98 
Re 72 79 91 
Cs Rss nce eee 80 78 103 
May... =k eee 77 95 
iss sass arin 71 75 95 
MN 50k ch vk CAGE R EE 67 74 91 
August patent 66 74 89 
September........... 70 74 95 
ee 71 73 97 
November... 65 73 89 
December........... 60 72 83 
1933 

CO ee es oe 60 71 84 
February............| 60 70 86 
EA A: 9-0 srs Mead 57 70 81 
| Ney” cay 70 96 
(TRE EE pe, Se 69 














1. The price index figures for 1929 and 1930 
are obtained from data from only a few of the 
stores that have reported since. 


varying number of days per month. 
The index of physical volume is the 
sales index divided by the Fairchild 
retail-price index. For example, the 


index of physical volume for November 
1929 is the sales index of 108 divided by 
the price index of 118 or 92. The base 





of the sales index (100 per cent) is the 
monthly average 1923-1925, while the 
base of the Fairchild index is January 
1931. 
Monthly sales, price, and physical 
volume indexes are given in the table. 
Evtmer O. SCHALLER 
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Personnel and Management Division 





A Store Report: A Few Ways to Develop a 
Store Personality 


MAXINE ELMBERG 


Each graduate student in New York University School of Retail- 
ing must submit a report of his afternoon work in a department 
store in the New York metropolitan district. The students are 
expected to tell what of value they have learned and to make sug- 
gestions in a helpful spirit. This article represents a portion of 
the prize-winning report of this year. 


What is so exhilarating as the feeling 
that one is being carried along on a wave 
of progress! There is such a sensation 
in store for the person who is affiliated 
with Blank and Company. The execu- 
tives of that organization are competently 
making changes, practically all of 
which are for the better. Any sugges- 
tions that I may offer after four months 
of work there are given with a spirit of 
humbleness, for I know that most of the 
faults are realized by the management. 
Being only human, however, they can 
initiate improvements just one at a time. 


PERSONALITY IN A STORE 


There is a principle at the basis of 
every successful department store that 
is fundamental; it must have personal- 
ity. The institution must stand for 
ideals that the public will recognize 
and trust. Frankly, I have still to form 
an idea of what Blank’s personality 
really is. According to all of the ideas 
which are being inaugurated, however, I 
do not think that I am the only one 
who realizes that lack. The executives 


are trying to remedy this particular need. 
The store management is now making 
an effort to appeal to purchasers inter- 
ested in quality first, with a secondary 
interest in price. A remarkable example 
of their efforts is their recent institutional 
advertising in the newspapers. Soon 
the customers will realize that Blank’s 
is a big store for metropolitan-minded, 
value-keen people—representative New 
Yorkers—looking for fresh, selected, 
fashion-right merchandise at the lowest 
possible prices compatible with quality. 
In the pages which follow my sugges- 
tions have all been made with this in 
mind. 


MERCHANDISE COORDINATION 


The general store layout is well done, 
for related merchandise is placed to- 
gether, making a complete ensemble. 
There is, however, too much overlapping 
among departments in the actual mer- 
chandise handled. The resultant in- 
ternal conflict does not represent a truly 
integrated personality. One or two 
illustrations will show more specifically 
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exactly what I mean. The fourth floor 
is devoted to home furnishings, but in- 
stead of each buyer merchandising a 
distinct type, a regular bedspread war 
has developed. Four departments carry 
bedspreads that are in direct competi- 
tion. Recently one department at- 
tempted a sale of piqué bedspreads at 
$4.95. Across the aisle another buyer 
displayed practically the same thing at 
the same price. The customers who 
came in were completely bewildered, for 
they saw both spreads, one of which was 
advertised as a “special buy,” but no 
better than the regularly priced one. 
Salespeople from each department talked 
about their own merchandise, and criti- 
cized, not so subtly, the other goods so 
they would get the sales. Many custo- 
mers walked out without buying any- 
thing. Needless to say, the sale was a 
failure too. This one illustration does 
not tell the whole tragic bedspread story. 
Customers have to walk over the whole 
floor to see our bedspread collection, and 
we have many who leave, very irate 
when they are shunted from one place to 
another. 


MERCHANDISE DISPLAYS 


Merchandise dispiays are exception- 
ally fine. They are well coérdinated, 
and changed so frequently that em- 
ployees as well as customers are kept 
interested. The use of cases near the 
elevators and of stands and models be- 
tween departments is particularly effec- 
tive. I have the feeling when I inspect 
the displays that whoever made them 
had the whole store in mind. 

The only adverse criticism concerns a 
few details in the window decorating. 
There are occasionally soiled corners, 
uneven hemlines on dresses, cracked 
models, and rickety backgrounds. Sen- 
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tences describing merchandise are too 
long rather than pithy and to the point. 
These are just details which spoil the 
desired general effect of a smart and neat 
store. 


THE NEED FOR A PERSONAL SHOPPER 


In considering what might be done to 
develop a personality for our store, one 
of the natural outcomes of that thought 
is the conception of a Personal Shop- 
ping Bureau. The presence of Barbara 
Dodd, the fictitious name which is used 
to sign mail, should be felt. 

Research reveals the following in- 
teresting information. Blank’s mail- 
order business has increased over one 
third in volume over last year without 
any startling promotions. We have 
sold from $1,000 to $3,000 a day for the 
past six weeks. With this growing 
volume of business, it is logical that, if it 
is to keep on growing, the right type of 
service should be given to customers. 
A natural place to start the Personal 
Shopping Bureau, then, is in the mail- 
order department, for here it can be put 
on a self-paying basis. It is of prime 
importance that the service pay for it- 
self. The best plan is to begin in a 
small way, using some one for the work 
who will do research, and will be capable 
of enlarging the function when the oppor- 
tune time comes and the management 
can be convinced of the advisability of 
changes. 

I have outlined a tentative idea of the 
work involved by drawing up a job 
analysis as follows: 


Job Analysis of a Personal Shopper 


Name of the position: personal shopper 

Department: Mail- and telephone-order 
department, under the supervision of 
the controller 
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Regular and occasional duties: 


1. Personally shop for customers on 
a) Telegrams 
b) Special delivery orders 
c) Mail orders with more than one 
item mentioned in the re- 
quest. (Single orders are 
sent down the tube.) 

2. Assist a customer in the store when 
she asks for a personal shopper 
to accompany her 

3. Attach personal notes to the sales- 
checks on all orders filled by her, 
and write explanatory notes re- 
garding orders that cannot be 
filled immediately. These let- 
ters should be individual and 
express the personal interest of 
Barbara Dodd in taking care of 
the customer’s order 

4. Write want slips on merchandise 
out of stock 

5. Follow up on all special orders 
which have not been delivered 
on the promised date 

6. Work up a customer clientele so 
she can send suggestions to 
them when desirable merchandise 
comes in 


Qualifications for the Position: 


1. Good taste—both in selecting mer- 
chandise for others and in her 
own appearance 

2. Knowledge of principles of fashion 
codrdinator 

3. Vision to see the customer as the 
customer wants to appear 

4. Ability to sell, and knowledge of 

store’s merchandise 

. Ability to organize reports 

. Ability to write letters 

. Tact in dealing with customers 

and buyers 


“SN UN 


8. Speed in action 
9. Originality to develop the position 
10. College education and background 
to carry out the above duties in 
a cultured manner 
This job, if properly handled, will 
eventually develop so that in time a serv- 
ice personality will have been created. 
Customers will rely on Blank’s Barbara 
Dodd for making wise selections for 
them. 


TELEPHONE TRAINING 


Another way to develop store person- 
ality is to ensure that all customers 
phoning the store receive a high and 
uniform standard of service. After per- 
sonally calling several stores in the 
metropolitan area to determine the type 
of telephone service they give, I found 
that Blank and Company would not 
rank very high. There is a means of 
correcting this situation by applying 
simple but thorough training at depart- 
mental or floor meetings. The most 
effective way should be to give a drama- 
tization of the correct and the incorrect 
ways so the clerks could see themselves 
as others see them. The following 
procedure is a suggestion to use as a 
basis: 

1. Give a dramatization stressing the 

following points: 

a) Answer the telephone promptly, 
and state the department 
where the telephone is located 

b) Speak distinctly but quietly 

so people near will not be 
disturbed or attracted by the 
conversation 

c) Show the same courtesy to em- 

ployees or executives calling 
from within the store as to 
customers 
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d) If taking a telephone order, 
repeat and spell the name and 
address back to the customer 

2. Follow up the training by codpera- 
tion with the floor managers. 
If there is some question of serv- 
ice in a particular department, 
have an executive call during 
store hours, and make a shopping 
report on the service rendered. 


TRAINING IN STORE ADVERTISEMENTS 


Store-mindedness on the selling floor 
is another means of impressing custo- 
mers with a store’s personality. One 
way to accomplish this is to ensure that 
all salespeople are thoroughly familiar 
with all of the store’s promotional events. 

I think that any one who comes into 
a store to shop expects to be able to ask 
any clerk about advertised merchandise 
and receive an intelligent answer. The 
only way this can be accomplished is to 
be sure that every one is adequately in- 
formed. With so many clerks to in- 
form, an organized method should be 
used, and I suggest the following: 

1. Distribute copies of the advertise- 
ments to each section manager 
every morning as is done now to 
each floor superintendent 

2. Require each section manager to 
post these copies by his “sign- 
ing-in sheet” 

3. Require the signature of each sales- 
clerk 

4. Inform clerks that at any time an 
executive may approach and 
test them on their knowledge 

5. Actually have the floor superin- 
tendent or training supervisor 
question one or two each day at 
random and make written re- 
ports to be included in the clerk’s 
monthly record 
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If all clerks know the advertisements, 
they will not only serve their customers 
better, but will know their own store and 
its activities more thoroughly. 


TRAINING OF CONTINGENTS 


The “extras” offer a special training 
problem. At the present time they are 
making many errors, and do not seem an 
integral part of the organization, able to 
maintain the store’s standards. My sug- 
gestions are as follows: 

1. Have the group report one-half 
hour early each Saturday 

2. Use that half hour for: 

a) System training 

b) Error reports 

c) Any policy or “friendly” train- 
ing which would help to raise 
their morale 

d) Give information regarding ad- 
vertisements for the day 


CONCLUSIONS 


A store is a bit of life, so it is naturally 
imperfect. But because it is so human, 
it can develop a personality and it can 
constantly improve and make changes. 
Criticisms, then, may be of some good 
even though the suggested changes are 
not accepted. They have done their 
duty if they have made some one think. 
After only four months’ experience, I 
offer my contribution with that idea in 
mind. 


Bequests for Universities 


Most universities have found it nec- 
essary to rely upon income from endow- 
ments to supplement income from tui- 
tion to meet current expenses. The 
current depression has made serious 
inroads into the volume of outright gifts 
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upon which universities have depended 
in the past. In order to ensure a con- 
tinuation of funds without making un- 
reasonable demands upon the potential 
givers who are now financially embar- 
rassed, a number of universities, notably 
Cornell and New York University, have 
developed a plan of bequests. Under 
this plan, alumni and friends are ac- 
quainted with the possibility of remem- 
bering universities in their wills. 

The plan calls for no high-pressure 
salesmanship and no short-time quotas 
or standards of tangible results. It is 
rather an educational process to impress 
upon alumni and friends the desirability 
of making some gift to the perpetuation 
of university work, without incurring 
any financial strain during their life- 
time. It is suggested that such gifts 
may be for only a few hundred dollars 
and may be assigned either to the general 
endowment of the university or towards 
the endowment of a specific school. 
Those who are making new wills can 
readily incorporate such a provision 
and those whose wills are made can 
attach codicils. 

For example, an alumnus or friend of 
the School of Retailing at New York 
University, who believes that the school 
is leading the way to a real profession of 
retailing, can by means of a bequest 
help to ensure the perpetuation of the 
school so that it will not have to depend 
upon annual gifts from New York mer- 
chants. Where the gift is large enough, 
the donor can have his name perpetu- 
ated by endowing a chair of merchandis- 
ing, an annual prize, a textile laboratory, 
or a separate building to house the 
school. But the primary emphasis is on 
small gifts, the committee in charge 


urging a minimum bequest of only 
$200. 

It is suggested that young alumni who 
are not ready to make wills can make the 
University beneficiary from a portion 
of life-insurance policies. If neither 
bequest nor insurance fits the individual 
case, a trust, annuity, or outright gift 
may be more suitable. 

The plan at New York University was 
developed by Mr. Percy S. Straus, 
president of R. H. Macy and Company, 
Inc., and chairman of the University’s 
Special Finance Committee. He or- 
ganized a Bequest Foundation Com- 
mittee composed of an alumnus from 
each school. Each representative, in 
turn, has organized a committee in his 
own school to carry the message to all 
alumni and friends of that school. 
Further information in regard to this 
plan may be obtained from the secretary 
of the Committee, Professor Philip O. 
Badger, New York University, Wash- 
ington Square, New York, N. Y. 

A by-product of the plan is of great 
advantage to those who are moved to 
act upon it. The wishes of many people 
in regard to their property have not been 
carried out because these individuals 
failed to make wills. Every one should 
draw up a will, no matter how little 
property he may have to leave. The 
workings of the law, when no will exists, 
cannot be depended upon to express the 
will of individuals. The publicity that 
the universities mentioned are giving to 
the importance of making wills should be 
of great value, not only in bringing in 
funds to great universities but also in 
assisting individuals to plan the distri- 


bution of their estates. 
J. W. W. 











Book Reviews 


Readings in Marketing, by Fred W. 
Clark (revised edition). New York: 
The Macmillan Company, 1933, 798 


pages. 


In revising his book of readings, Professor 
Clark of Northwestern University has given us 
practically a new book, for only a few sections 
from the first edition have been retained. 

The retailer will be especially interested in 
three chapters—those on Retail Distribution, 
Large-Scale Retail Establishments, and Recent 
Developments in Retailing. Two sections have 
been taken from articles by Dr. Paul H. Ny- 
strom. Other well-known experts whose works 
have been included are Paul T. Cherington, 
Malcolm P. McNair, Chester E. Haring, Carl 
W. Dipman, and Victor H. Pelz. 

One of the most interesting articles is taken 
from Fortune magazine and is entitled ‘“‘Klein’s, 
A Specialty Store Minus Service.” This ex- 
cerpt outlines the operation of what is probably 
the largest dress and coat store in the world 
and contains much of value to the large depart- 
ment store burdened with overhead caused by 
excessive customer services. 

J. W. W. 


Report of a Research Into the Attitudes and 
Habits of Radio Listeners, by Clifford 
Kirkpatrick. St. Paul, Minnesota: 
Webb Book Publishing Company, 
1933, 63 pages. 


Here is a detailed and painstaking investiga- 
tion of the attitudes and habits of radio listeners 
that will prove valuable to radio advertisers. 
At the same time it will be of interest to the 
curious-minded who question the actual re- 
sponse to the innumerable programs that fill the 
air. By means of a carefully prepared and well- 
handled questionnaire a representative group 
of Minneapolis listeners was contacted. 

From the results of this survey an enlightening 
study is presented dealing with such practical 
questions as: volume of radio listening, trends 
of radio listening, program preferences, reac- 
tions to advertising, influence of the radio on 
recreation outside the home, selection of propa- 
ganda, listener’s reaction to the broadcasting 
source, selection of programs with the aid of 
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printed announcements, broadcasting content, 
and suggestions for improvement. 

Marked differences are noted throughout the 
entire investigation between the habits and 
attitudes of the upper and lower educational and 
social classes. There is a striking tendency 
for higher occupational groups to listen less and 
also to discontinue their listening most sharply. 
Again, it is the upper social groups who tend to 
become more dissatisfied with the trend of radio 
programs, while the middle class is most satisfied. 

“There is reason to think,” says Mr. Kirk- 
patrick, “that the relatively silent upper status 
group is actually hostile to current programs. 
Small amounts of listening by the upper class, 
decline in frequency of listening, belief that 
programs are getting worse, infrequent purchase 
of radio-advertised goods, and other evidences 
all support this view.” 

D. G. WooLsey. 


The Economics of Marketing, by Hugh 
Killough and Barrington Associates. 
New York: Harper and _ Brothers, 
1933, 608 pages. 


This economic interpretation of marketing 
by Professor Killough of Brown University is 
based partly on information furnished by Bar- 
rington Associates, an economic research agency 
of New York City. It stresses the importance 
of research in distribution. 

The author has aimed to assist the reader to 
a clearer understanding of the réle marketing 
plays in competitive economic society and to 
point the way to improvements in marketing 
methods that will strengthen the profit posi- 
tions of private business concerns and at the 
same time reduce the cost of consumer goods. 

Although a brief résumé of the economics of 
retailing has been included, the chief value of 
this book to a retailer is its explanation of eco- 
nomic research applied to distribution. 

E. O. S. 


Recent Harvard Reports 


In addition to its 1932 report on department 
and specialty stores reviewed elsewhere in this 
issue, the Harvard Bureau of Business Research 
has issued four other bulletins of interest to 
retailers. 


So er are ee 
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Textile Study 


Drs. Copeland and Learned have prepared 
the first of a series of Business Research Studies 
covering the Merchandising of Cotton Textiles. 
This extensive study discusses the merchandis- 
ing organization and methods for the following 
lines: household products, style merchandise, 
men’s wear, grey goods, and cotton yarn. The 
point is emphasized that differences in product 
should determine differences in selling organiza- 
tion. The three factors that are essential in 
the long run to success are stated as follows: 

“First, the necessity of creating products for 
which there is a profitable demand; second, pro- 
vision for specialization within organizations to 
permit adequate attention to merchandising; 
third, a unity of control over the marketing, 
production, and financial functions of each 
business enterprise.” 


Prices of Raw Materials 


The second of the series of Business Research 
Studies was written by Dr. Copeland. It is 
entitled Raw Material Prices and Business Condi- 
tions. The following materials are discussed: 
copper, lead, zinc, tin, silver, petroleum, sugar, 
rubber, coffee, silk, cotton, wool, and wheat. 
The composite index for these commodities in 
December 1932 was 34 compared with an aver- 
age of 100in 1926. The figures indicate a down- 
ward trend since 1925. The raw-commodity 
price structure had been weakening for several 
years prior to the depression due to economic 
factors universal in scope. 

The report discusses the various valorization 
schemes to peg prices and points out that they 
allfailed. The author sees little hope of stabiliz- 
ing the price trend but believes that much of the 
evil could be removed by avoiding the creation 
of long-time debts that cause such hardships 
with swings in the price trend. How to set up 
a new capital structure and new arrangements 
for saving forms the great economic problem. 


Study of Variety Chains 

The report on Expenses and Profits of Variety 
Chains in 1931 Compared with 1929 by M. P. 
McNair fills a great need for adequate statistical 


data on the 5- and 10-cent type of store. The 
following table presents the summary figures: 


SUMMARIZED FIGURES FOR VARIETY CHAINS 
Aggregate Net Sales = 100 per cent 

















1929 1931 
Number of firms... 24 33 
Number of stores. . 1,897 2,565 
Aggregate net 
ST eee $413 ,969 , 566)$415 370,485 
Gross margin......| 32.54% 31.89% 
Total expense be- 
fore interest.....| 25.81% 28.69% 
Total interest... .. 1.89% 1.96% 
Total expense in- 
cluding interest..| 27.70% 30.65% 
Net profit or loss 4.84% 1.24% 
Other income (in- 
cluding interest 
on capital 
owned)... . 3.15% 2.94% 
Net gain 
percentage of 
net sales...... 7.99% 4.18% 
percentage of 
net worth.....} 17.96% 9.49% 
Stock-turn (times 
a year, based on 
beginning and 
ending inven- 
tories).......... 4 84 5. 











In spite of the decline in prices, variety stores 
sustained volume very well, largely by acquiring 
a substantial number of new stores. Sales per 
store, however, declined and this fact resulted in 
increased tenancy expense in ratio to sales. 
Small chains in small cities had high salary and 
wage expense and lower tenancy costs than large 
chains in large cities. But the large stores’ 
advantage in payroll more than offset the dis- 
advantages of high tenancy costs. 

A further conclusion of interest is that “the 
most successful chain organizations were those 
which over this period (1929-1931) were able 
either to increase average sales per store or to hold 
the decrease within relatively narrow limits.” 
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Study of Department Store Chains 


A final report of great interest to retailers 
is McNair’s, Expenses and Profits of Department 
Store Chains and Department Store Ownership 
Groups in 1931. Where a number of existing 
department stores are brought together by 
means of such a device as a holding company, 


the combination is regarded as an ownership 
group, not as atrue chain. But a department- 
store organization such as that of Sears, Roe- 
buck & Co. is defined as a chain. 

The following table compares these two types 
of stores with independent department stores, 
independent specialty stores, variety chains, and 
women’s apparel chains. 


SumMMARY ComParIson, 1931 
(Medians from arrays of individual percentages computed on net sales as 100 per cent) 





Department stores 








Ind de penden’ 
Depart- ‘ - n= ~y A ae department i Women’s — , 
Items “| oo | wae | eee | Se oad 
chains chains | less than 
$500,000- | $2,000,000 | $500,000- | $2,000,000 $500,000 
$2,000,000| or more | $2,000,000| or more 
Number of firms.. 25 33 32 42 111 75 16 28 
Gross margin...... 23.72%| 31.47% | 32.30%) 33.47%| 31.29%| 33.23%| 32.42%| 31.37% 
Salaries and 
wages..........| 13.74%] 14.68% | 17.24%) 17.51%} 18.10%| 17.83%] 16.78%) 17.58% 
Tenancy costs....| 4.97 6.73 4.80 5.25 3.88 4.72 9.99 5.71 
Advertising. ...... 2.12 0.55 3.85 4.04 3.45 3.75 2.06 3.37 


Total expense in- 
cluding interest..| 29.10%! 31.88% | 37.93%| 37.00%| 35.20%| 36.17%| 34.76%) 36.60% 
Net profit or loss. .| L5.32%|L0.72% | L5.22%| L 3.62% | L3.79%| L2.45%| L3.05%| L 3.66% 
Net other income 
(including inter- 
est on capital 
owned).........] 1.96 1.90 2.59 3.45 3.18 3.58 1.44 2.30 
Net gain: 
percentage of 
net sales..... L1.94%| 1.25% |L2.20%| 0.76%|L0.55%| 1.28%| L0.26%| L 1.23% 
‘ percentage of 
net worth ..../L6.63%| 4.21%t|/L4.68%| 1.99%|L1.63%| 1.92% ° L5.05%t 
Rate of stock-turn 
(times a year, 
based on aver- 
age of invento- f 


ries at beginn- 
| ing and end of 
. RE Ble 3.91 4.10 4.85 3.50 4.15 6.72 4.18 





























* Data not available. 
t Two variety chain and four specialty-store reports omitted because of inadequate balance-sheet 
data. 


j.W. W. 

















Editorial—Retazling Becoming a Profession 


About fifteen years ago, there was 
born the concept of a profession of 
retailing. With the establishment of a 
code of business practice, the concept 
may soon become a reality. 

For any field of activity to be worthy 
of the name profession, there are three 
requirements: First, there must be col- 
lected a body of facts that have been 
analyzed in such a way that action may 
be based upon this organized knowledge; 
that is, the field must make use of the 
scientific method. Second, there must 
be drawn up a code of ethics or prac- 
tices which those engaged in the activity 
profess. These standards, in the case of 
retailing, should cover personnel, cus- 
tomer, vendor, and competitor relations. 
Third, those engaged in the activity must 
be motivated by a professional attitude 
as well as by the hope of profits. That 
is, the job must be undertaken because 
it promotes social welfare. It must be 
looked upon as a “calling” whose reward 
is found not only in making a living but 
also in the satisfaction that comes from 
performing a service well. 

The past fifteen years have seen rapid 
strides in the application of the scientific 
attitude. The voluminous reports of 
annual statistical data on store opera- 
tion, some of which are reviewed in this 
issue, attest the widespread collection 
and analysis of facts. Retailers are 
freely exchanging information today on 
nearly every phase of their operations— 
except advance promotion plans—to 
the benefit of all. There are literally 
hundreds of good books today on phases 
of retailing when less than a half dozen 
existed fifteen yearsago. The growth of 
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research and planning departments in 
stores, the increased number and variety 
of records kept, and the development of 
budgetary control procedure—all pro- 
claim that science is being diligently 
applied to the art of retailing. 

In the development of standards of 
practice, however, much less has been 
done. It is true that at one time re- 
tailers and vendors established a Joint 
Committee on Trade Relations and at 
another a Trade Relations Committee 
but no formal code was developed and 
the majority in the trade took no active 
interest. It is true that excellent stand- 
ards of advertising practice have been 
approved by various trade associations 
but individual stores have been tardy 
in adopting them. Retailers were too 
imbued witha competitive and opportun- 
istic philosophy to subscribe to codes 
that might interfere for the moment with 
sales-volume possibilities. It is true 
that stores in a few cities have drawn up 
and adhered to codes covering customer 
services, especially the return-goods 
privilege, but by and large the stores of 
the country and the public have looked 
upon codperation among competitors as 
an evil. 

The code of conduct that retailing has 
not succeeded in evolving on its own 
initiative is finally to become a fact 
under the spur of Federal authority. 
The National Industrial Recovery Act 
recognizes that competition as fostered 
by the Sherman Anti-Trust Act has been 
definitely harmful. The bill will allow 
combinations that do lessen harmful 
competition; it will attempt to have the 
Government control industry in such a 
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way that the benefits of large-scale 
organization will be preserved while 
protecting the public against the dangers 
of monopoly. 

Each industry is drawing up for itself 
a code which, when it has been sanc- 
tioned by presidential authority, will be 
binding upon members of the industry. 
The penalty for violation may be sus- 
pension of the privilege to engage in 
business. A code for the dry-goods 
trade is now being prepared by the 
National Retail Dry Goods Association. 
It should deal courageously with all the 
unsocial practices of a minority of re- 
tailers that have caused injury to all. 
Among these are predatory price cutting, 
misleading advertising, unfair cancella- 
tions and returns, low wages and long 
hours of work. With the full backing 
of the Government, the majority who 
have always wanted to maintain high 
standards will be able to evolve a code 
that will not be made impossible of 


application by the tactics of a recalci- 
trant minority. 

With the development of this code, 
there remains only one further qualifica- 
tion to admit retailing to the fold of the 
professions. This is a change in attitude 
towards the job. Too many still glibly 
say that business—and retailing specific- 
ally—exists only to make a profit. Not 
enough, as yet, recognize that retailing 
exists to perform the social service of 
distributing physical goods; that it pro- 
vides a livelihood for millions of wage 
earners; and that profit may be more a 
measure of the degree of service rendered 
than an end in itself. Not until mer- 
chants recognize their social responsibili- 
ties in running stores can retailing be- 
come a profession. And if they do not 
change their attitude voluntarily, a 
socialistic government may decide to 
exercise a degree of control over retailing 
far beyond anything now considered in 
the Industrial Recovery Act 

J. W. W. 
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